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Overhead Rate Methodology:

Office of Management and Budget (“OMB”) Circular A-25, as revised July 8, 1993, requires
Federal agencies to conduct a biennial reassessment of their user charges. Based on that review,
fees should be adjusted and new fees established as necessary Circular A-25 requires that a
reasonable charge should be made to each recipient for a measurable unit or amount of
Government service from which the recipient derives a benefit, so that the Government recovers
the full cost of rendering that service

OMB Circular A-25 breaks the overhead calculation into four basic parts

(1) Direct and indirect personnel costs, including salaries and fringe benefits such as medical
insurance and retirement. Retirement costs should include all (funded or unfunded)
accrued costs not covered by employee contributions as specified in Circular No A-11

(2) Physical overhead, consulting, and other indirect costs including material and supply
costs, utilities, insurance, travel, and rents or imputed rents on land, buildings, and
equipment.

(3) The management and supervisory costs

(4) The costs of enforcement, collection, research, establishment of standards, and
regulation, including any required environmental impact statements

Of these four parts “the management and supervisory costs” will be captured in the calculation of
indirect labor and “the costs of enforcement, collection, research, establishment of sta%ards, and
regulation, including any required environmental impact statements” are included in the
calculation of the direct labor This leaves the calculation of direct and indirect labor and physical
overhead

The decision was made to use the percentage of agency FTEs assigned to the fee generating
activities to quantify the allocated cost of the different categories to the fee generating activities
To calculate user fees we utilized the most current fiscal year for which there is complete data.
The latest data available are actual costs for fiscal year 2015 During fiscal year 2015 the FMC
had a total of 116 54FTEs of which 37 55 were assigned to the fee generating activities This
resulted in a percentage of FTEs assigned to the fee generating activities of 32.22%
(37 55/116 54) This percentage was used to identify the total amount of each overhead category
for the fiscal year that was attributable to the fee generating activity

Direct Labor*

Direct labor was arrived at by requesting an updated analysis study by the fee generating activities
whereby they identified the time it takes their respective unit to process or provide the, ,good and/or
service The fee generating activities were asked to identify the position, grade of the individual
performing the task and the number of hours they spent on each good and/or service This




information is input into a data form that calculates the total direct labor cost based upon the
hourly wage and time spent on the process The step 5 level was used for each GS grade
identified to arrive at an average hourly rate for each grade For all other non-GS grades the
actual salary was used The salaries were then divided by 2,087 hours

Indirect Labor-

Indirect labor was arrived at by identifying those bureaus or offices that provide direct support to
the fee generating offices in their effort to provide goods and/or services to Commission
customers. The Office of Information Technology, Office of Human Resources, Office of Budget
and Finance and the Office of Management Services were all included in the indirect labor figure
OMB Circular A-25 states that “Direct and indirect personnel costs, including salaries and fringe
benefits” are to be included in the calculation The fringe benefit percentage, also known as
Government Fringe, applied to all salary components is 36 25%

Insurance and Health benefit 7 00%
Standard Civilian Retirement Benefit 26 10%
Medicare Benefit 145%
Miscellaneous Fringe Benefit 1.70%
Total Government Fringe 36 25%

The government fringe rate can be found in OMB Memo M-08-31 The government fringe is
applied to the salary component to arrive at the Commission’s total personnel costs for those
supporting bureaus and/or offices

Overhead.

The total overhead rate includes a percentage based upon direct labor, indirect labor and physical
overhead The costs for contractors not directly involved in providing the goods and/or services
were removed from the physical overhead total

Basic Overhead.

To arrive at the overhead percentage to use in the recovery of all costs for overhead and indirect
labor we identified the percent of total fee generating activities salaries it will take to recoup the
total overhead costs attributable to the fee generating activities This is done by dividing the costs
associated with the different categories of physical overhead and supporting salaries as identified
by the total fee generating activities salaries for FY15

This resulted in a physical overhead rate of 56 64% and an indirect salary rate of 22 00%
These two rates are added together to arrive at the basic overhead rate of 78 64% to recoup the
FMC’s basic cost to provided goods and/or services to its customers

The basic overhead rate of 78.64% is combined with the government fringe percentage of

36 25% required by OMB for a total overhead percentage rate of 114 88% For every dollar of
direct labor cost to provide goods and/or services an additional $1 15 is required to recoup the
total cost to provide the goods and/or services
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